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Part 1 -Annual Budget 


1. Mayor’s Report 

Honourable Councillors 

Chairpersons of various Portfolio Committees 
Acting Municipal Manager 

Directors accountable to the Accounting Officer and the entire staff component 
Ward Committees Members 
Ladies and Gentlemen 

With the current political change our new President Mr Cyril Ramaphosa emphasised on the period 
of celebrating our struggle icon the former President Nelson Mandela: The Year of Unity, Renewal 
and jobs of paramount importance Radical Economic transformation that needs to be realised at 
a local level and especially within our communities. 


We are also faced with the high unemployment rate as a province by 29% and of which is mostly 
our youth that's highly affected. As local government that's a sphere close to the people it's 
paramount importance to create a conducive environment to our communities, by creating jobs 
that will sustain our communities, empower our youth within Gamagara and make sure their lives 
are transformed through accessing bursaries, skills transfer with our partners that's the private 
sector the Mining houses, Solar plants and Government by forming partnership. 


As Gamagara Municipality despite our billing challenges, water shortage in Oliphantshoek and the 
sewer spillages or the overflowing of the sewer system in Mapoteng it's a headache that has 
affected our communities severely as it created a negative image of our municipality. The non¬ 
expenditure of our MIG projects has also created a bad image of Gamagara Municipality that is 
unable to spend on the monies being rolled in the current financial year. 
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As a result of the above we hope to put all our effort in making our IDP, Performance Management 
System and the NDP a reality by working together as a collective in making the municipality 
succeeding, improving our people's lives and also addressing our Audit outcome in order to get 
an Unqualified audit opinion without matters within this financial year. 


The free education to all, the expropriation of land is the highlight. 

As in closing Ladies and Gentlemen, Our Speaker, Councillors, MM, Directors, Officials and the 
entire community let me quote from our icon Nelson Mandela "It always seems impossible until 
it is done for to be free is not merely to cast off ones chains but to live in a way that respects and 
enhance the freedom of others" 


Thank you, kealeboga, Baie Dankie 
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1.1 Proposed Council Resolutions 

On 30 May 2018 the Council of Gamagara Local Municipality met in the Council Chambers of 
Gamagara Local Municipality to consider the Final Annual budget of the municipality for the 
financial year 2018/19. The Council approves and adopts the following final resolutions: 

1. The Council of Gamagara Local Municipality Local Municipality, acting in terms of section 24 
of the Municipal Finance Management Act, (Act 56 of 2003) approves and adopts: 

1.1. The final annual budget of the municipality for the financial year 2018/19 and the multi¬ 
year and single-year capital appropriations as set out in the following tables: 

1.1.1. Budgeted Financial Performance (revenue and expenditure by functional 
classification)- Table A2; 

1.1.2. Budgeted Financial Performance (revenue and expenditure by municipal vote)- 
Table A3; 

1.1.3. Budgeted Financial Performance (revenue by source and expenditure by type)- 
Table A4; and 

1.1.4. Multi-year and single-year capital appropriations by municipal vote and functional 
classification and associated funding by source- Table A5. 

1.2. The financial position, cash flow budget, cash-backed reserve/accumulated surplus, 
asset management and basic service delivery targets are approved as set out in the 
following tables: 

1.2.1. Budgeted Financial Position- Table A6; 

1.2.2. Budgeted Cash Flows- Table A7; 

1.2.3. Cash backed reserves and accumulated surplus reconciliation as contained in 
Table A8; 

1.2.4. Asset management as contained in Table A9; and 

1.2.5. Basic service delivery measurement as contained in Table A10. 

2. The Council of Gamagara Local Municipality Local Municipality, acting in terms of section 75A 
of the Local Government: Municipal Systems Act (Act 32 of 2000) as amended approves and 
adopts with effect from 1 July 2018: 

2.1. the final tariffs for property rates - as set out in Annexure A, 

2.2. the final tariffs for electricity - as set out in Annexure A 

2.3. the final tariffs for the supply of water - as set out in Annexure A 

2.4. the final tariffs for sanitation services - as set out in Annexure A 

2.5. the final tariffs for solid waste services - as set out in Annexure A 

3. The Council of Gamagara Local Municipality Local Municipality, acting in terms of 75A of the 
Local Government: Municipal Systems Act (Act 32 of 2000) as amended approves and adopts 
with effect from 1 July 2018 the tariffs for other services, as set out in Annexures A. 

4. To give proper effect to the municipality’s annual budget, the Council of Gamagara Local 
Municipality approves: 

4.1. That council notes the following budget related policies and that necessary amendments 
be made in line with legislation were necessary; 

4.1.1. Cost containment policy 

4.1.2. Credit control and debt collection policy 

4.1.3. Indigent policy 

4.1.4. Asset Management, Infrastructure Investment and Funding Policy 

4.1.5. Budget policies 
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4.1.6. Cash management and investment policy 

4.1.7. Tariff policy 

4.1.8. Property Rates Policy 

4.1.9. Bulk Civil Services Policy 

1.2 Executive Summary 

The application of sound financial management principles for the compilation of the municipality’s 
financial plan is essential and critical to ensure that the municipality remains financially viable and 
that municipal services are provided sustainably, economically and equitably to all communities. 

The municipality’s business and service delivery priorities were reviewed in a strategic session 
held in February 2018 as part of this year’s planning and budget process. A critical review was 
undertaken of expenditures on noncore and ‘nice to have’ items in line with the Cost Containment 
Policy. Key areas where savings are projected are on consultants, telephone and internet usage, 
printing, workshops, travel, accommodation, and catering. 

The municipality further aims on implementing a range of revenue collection strategies to optimize 
the collection of debt owed by consumers. Data cleansing is ongoing which aims to ensure that 
the right customer is billed correctly at a meter that belongs to him/her and reduce the number of 
accounts under dispute. Furthermore, the municipality undertakes to introduce various customer 
care initiatives to ensure the municipality truly involves all citizens in the process of ensuring a 
people lead government. 

National Treasury’s MFMA Circulars were used to guide the compilation of the 2018/19 MTREF. 

The main challenges experienced during the compilation of the 2018/19 MTREF can be 
summarised as follows: 

• The ongoing difficulties in the national and local economy; 

• Aging and poorly maintained water, roads and electricity infrastructure; 

• The need to reprioritise projects and expenditure within the existing resource envelope 
given the cash flow realities and declining cash position of the municipality; 

• The increased cost of bulk water and electricity (due to tariff increases from Sedibeng 
Water and Eskom), which is placing upward pressure on service tariffs to residents. 

• As a results of the mining property rates which favored the mines the potential revenue 
envelope dwindled living the municipality with no choice but to resort to cost reflective 
tariffs in order to cover the costs of providing basic services; i.e. in order to break even 

• Affordability of capital projects - original allocations had to be reduced and the operational 
expenditure associated with prior year’s capital investments needed to be factored into 
the budget as part of the 2018/19 MTREF process; and 

• Availability of affordable capital/borrowing. 

The following budget principles and guidelines directly informed the compilation of the 2018/19 
MTREF: 

• The 2017/18 Adjustments Budget priorities and targets, as well as the base line allocations 
contained in that Adjustments Budget were adopted as the upper limits for the new 
baselines for the 2018/19 annual budget; 

• Intermediate service level standards were used to inform the measurable objectives, 
targets and backlog eradication goals; 
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• Tariff and property rate increases should be affordable and should generally not exceed 
inflation as measured by the CPI, except where there are price increases in the inputs of 
services that are beyond the control of the municipality, for instance the cost of bulk water 
and electricity. In addition, tariffs need to remain or move towards being cost reflective, 
and should take into account the need to address infrastructure backlogs; 

• There will be no budget allocated to national and provincial funded projects unless the 
necessary grants to the municipality are reflected in the national and provincial budget and 
have been gazetted as required by the annual Division of Revenue Act; 

In view of the aforementioned, the following table is a consolidated overview of the proposed 

2018/19 Medium-term Revenue and Expenditure Framework: 

Table 1 Consolidated Overview of the 2018/19 MTREF 


R’ thousand 

Adjustment 

budget 

2017/18 

Budget year 

2018/19 

Budget year +1 

2019/20 

Budget year +2 

2020/21 

Total Operating 
Revenue 

358 441 

381 081 

386 185 

417 050 

Total Operating 
Expenditure 

474 604 

495 955 

529 139 

568 459 

Surplus/deficit 

(116 163) 

(114 874) 

(142 954) 

(151 409) 

Total Capital 

Budget 

105 014 

75 482 

122 940 

125 151 


Total operating revenue increased by 6.31 percent or R 22 640 000 for the 2018/19 financial year 
when compared to the 2017/18 Adjustments Budget. For the two outer years, operational 
revenue will steadily increase by 1.33 and 7.99 per cent respectively. 

Total operating expenditure for the 2018/19 financial year has been appropriated at R495 million 
and translates into a budgeted deficit of R114 million. When compared to the 2017/18 
Adjustments Budget, operational expenditure has increased by 4.49 per cent in the 2018/19 
budget and steadily increases by 6.69 and 7.43 per cent for each of the respective outer years of 
the MTREF. The operating deficit for the two outer years steadily increases to R142 and R151 
million respectively. Please note that although the municipality budgeted for a deficit budget the 
budget is funded as outlined in A7 Consolidated Budgeted Cash Flow and A8 Consolidated 
Cashed Backed Reserves/Accumulated Surplus Reconciliation in line with National Treasury’s 
circular 42 Funding a municipal budget. We have made provision to collect outstanding debtors 
amounting to R99 million to cover the deficit and this represent fifty percent of the total outstanding 
debtors. 

Realistic revenues - (S 18) (Circular 42) - The combination of the terms “revenue” and “to be 
collected” is supporting the assertion that the full amount of accrued revenue is disclosed in the 
Financial Performance budget and cash be “realistically collected”. The term “realistically 
anticipated” requires the budget to take into consideration previous year’s performance, and the 
likelihood of whether all revenue sources will be realized. If there are expected improvements 
planned, these must be supported by changes in policies and/or practices that are proven to 
deliver the proposed benefits. Such improvements must be estimated conservatively with a view 
that all promised gains may not result in additional or increased collections immediately. 
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The term “to be collected” does not just refer to the current year’s revenue. It requires a forecast 
of monies to be collected relating to revenue from both the current Financial Performance budget 
and a forecast of monies to be collected from previous years revenues (e.g. collections from 
debtors in areas based on historical performance). These forecasts should be included in the 
Cash Flow budget and be tracked separately to aid with preparation of annual and monthly cash 
flow forecasts. Monthly revenue projections (SDBIP) should be reconciled to the monthly cash 
flow forecasts to account for the differences in collection and timing assumptions. 

The capital budget of R75 million for 2018/19 is 28 per cent less when compared to the 2017/18 
Adjustment Budget. The capital programme increases to R122 million in the 2019/20 and to R125 
million in 2020/21. The capital funding is fully funded by Government grants only amounting to 
R75 million as the tariffs increases are not covering the operating costs fully. 

1.3 Operating Revenue Framework 

For Gamagara Local Municipality to continue improving the quality of services provided to its 
citizens it needs to generate the required revenue. In these tough economic times strong revenue 
management is fundamental to the financial sustainability of every municipality. The reality is that 
we are faced with development backlogs and poverty. The expenditure required to address these 
challenges will inevitably always exceed available funding; hence difficult choices have to be 
made in relation to tariff increases and balancing expenditures against realistically anticipated 
revenues. 

The municipality’s revenue strategy is built around the following key components: 

• National Treasury’s guidelines and macroeconomic policy; 

• Growth in the municipality and continued economic development; 

• Efficient revenue management, which aims to ensure a 95 per cent annual collection rate 
for property rates and other key service charges; 

• Electricity tariff increases as approved by the National Electricity Regulator of South Africa 
(NERSA); 

• Achievement of full cost recovery of specific user charges especially in relation to trading 
services; 

• Determining the tariff escalation rate by establishing/calculating the revenue requirement 
of each service; 

• The municipality’s Property Rates Policy approved in terms of the Municipal Property 
Rates Act, 2004 (Act 6 of 2004) (MPRA) as amended; 

• Increase ability to extend new services and recover costs; 

• The municipality’s Indigent Policy and rendering of free basic services; and 

• Tariff policies of the municipality. 


The following table is a summary of the 2018/19 MTREF (classified by main revenue source): 
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Table 2 Summary of revenue classified by main revenue source (MTREF) 


NC453 Gamagara ■ Table A4 Budgeted Financial Performance (revenue and expenditure) 


Description 

Ref 

2014/15 

2015/16 

2016/17 

Current Year 2017/18 

2018/19 Medium Term Revenues 

Expenditure Framework 

R thousand 

1 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2018/19 

+1 2019/20 

+2 2020/21 

Revenue By Source 












Property rates 

2 

390,936 

415,597 

441,057 

58,083 

58,083 

58,083 

58,083 

55,188 

59,161 

63,657 

Service charges ■ electricity revenue 

2 

138,005 

129,775 

122,979 

136,498 

136,498 

136,498 

136,498 

131,156 

140,607 

151,302 

Service charges - water revenue 

2 

81,277 

51,691 

48,855 

68,673 

68,673 

68,673 

68,673 

69,925 

74,972 

80,688 

Service charges - sanitation revenue 

2 

31,488 

21,569 

28,809 

34,687 

34,687 

34,687 

34,687 

35,333 

37,901 

40,813 

Service charges - refuse revenue 

2 

15,823 

18,300 

19,335 

26,233 

26,233 

26,233 

26,233 

25,061 

26,899 

28,991 

Service charges - other 


- 

0 

( 5 ) 

- 

- 

- 

- 

- 



Rental of facilities and equipment 


254 

349 

945 

438 

438 

438 

438 

466 

499 

537 

Interest earned - external investments 


1,120 

266 

248 

- 

- 

- 

- 

- 


f 

Interest earned - outstanding debtors 


- 

- 

- 

- 

- 

- 

- 

- 


f 

Dividends received 


- 

- 

- 

- 

- 

- 

- 

- 


f 

Fines, penalties and forfeits 


363 

683 

384 

325 

325 

325 

325 

215 

230 

248 

Licences and permits 


830 

532 

517 

300 

300 

300 

300 

310 

332 

358 

Agency services 


2,473 

2,598 

2,395 

2,000 

2,000 

2,000 

2,000 

' 2,136 

' 2,290 

r 2,464 

Transfers and subsidies 


25,913 

27,024 

28,920 

30,669 

14,661 

14,661 

14,661 

' 37,069 

' 40,177 

r 45,168 

Other revenue 

2 

1,800 

1,585 

3,357 

2,489 

16,542 

16,542 

16,542 

4,223 

3,116 

2,823 

Gains on disposal of PPE 


- 

( 102 ) 

( 441 ) 

- 

- 

- 

- 

20,000 

- 

- 

Total Revenue (excluding capital transfers 
and contributions) 


690,283 

669,866 

697,357 

360,395 

358,441 

358,441 

358,441 

381,081 

386,185 

417,050 


Revenue generated from rates and services charges forms a significant percentage of the 
revenue basket for the municipality. Rates and service charge revenues comprise more than two 
thirds of the total revenue mix. In the 2018/19 budget year, revenue from rates and services 
charges are projected to R316 million or 83 per cent. This increases to R339 million and R365 
million in the respective financial years of the MTREF. The above table excludes revenue 
foregone arising from discounts and rebates associated with the tariff policies of the Municipality. 

Government grants is the second largest revenue source totaling 9.7 per cent or R37 million rand 
and increases to R40 million and R45 million by 2019/20 and 2020/21 respectively. The third 
largest sources is gains on disposal of PPE amounting to R20 million and this entails the disposal 
of twenty-one Industrial stands and four business stands. The fourth Largent source of revenue 
is ‘other revenue’ amounting to R4,2 million consisting of various items such as income received 
from permits and licenses, building plan fees, connection fees, transport fees and advertisement 
fees. Directorates have been urged to review the tariffs of these items on an annual basis to 
ensure they are cost reflective and market related. 

The following table gives a breakdown of the various operating grants and subsidies allocated to 
the municipality over the medium term: 
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Table 3 Operating Transfers and Grant Receipts 


Description 

R thousand 

Ref 

2014/15 

2015/16 

2016/17 

Current Year 2017/18 

2018/19 Medium Term Revenue & 

Expenditure Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 

2018/19 

Budget Year 

+1 2019/20 

Budget Year 

+2 2020/21 

RECEIPTS: 

1, 2 










Operating Transfers and Grants 











National Government: 


24,579 

25,453 

- 

30,258 

13,600 

13,600 

34,778 

38,974 

44,133 

Local Government Equitable Share 


22,045 

22,923 


28,558 

TTTSBC 

11,900 

333533" 

375234" 

42,363 

Finance Management 


1,600 

1,600 


1,700 

1,700 

1,700 

1,770 

1,770 

1,770 

Municipal Systems Improvement 


934 

930 


- 

- 

- 

- 

- 

- 

EPWP Incentive 


" 

" 

" 

" 

" 

" 

" 

" 

" 

Other transfers/grants [insert description] 











Provincial Government: 


1,334 

1,538 

- 

411 

1,061 

1,061 

291 

1,203 

1,035 

Sport and Recreation 


- 



411 

T53irr 

OTf 

291 

15233" 

15335" 



1,334 









Other transfers/grants [insert description] 



1,538 








District Municipality: 


- 

- 

- 

- 

- 

- 

- 

- 

- 

[insert description] 











Other grant providers: 


- 

- 

- 

- 

- 

- 

2,000 

- 

- 

DBSA 








53533" 



Total Operating Transfers and Grants 

5 

25,913 

26,991 

- 

30,669 

14,661 

14,661 

37,069 

40,177 

45,168 

Capital Transfers and Grants 











National Government: 


14,606 

30,864 

- 

48,140 

53,195 

53,195 

74,570 

102,940 

125,151 

Municipal Infrastructure Grant (MIG) 


10,106 

JW 


" 11,982 

-55W 

- CTT 

13,713 

11,853 

12,266 

Regional Bulk Infrastructure 


1,000 

1,000 


- 

- 

- 

21,587 

31,000 

51,395 

Expanded Public Works Programme 


3,500 

20,000 


1,158 

1,158 

1,158 

1,235 

- 

- 

Integrated National Electrification Programme 





15,000 

15,000 

15,000 

18,035 

35,087 

35,115 

Water Services Infrastructure Grant (WSIG) 





20,000 

20,000 

20,000 

20,000 

25,000 

26,375 

Municipal Infrastructure Grant (MIG) - Sports C 

roun 





7,055 

7,055 

- 

- 

- 

Provincial Government: 


6,968 

3,218 

- 

792 

676 

676 

912 

- 

- 

Sport and Recreation 


6,968 

3,218 


792 

676 

676 

912 

- 

- 

District Municipality: 


- 

- 

- 

- 

- 

- 

- 

- 

- 

[insert description] 











Other grant providers: 


873 

- 

- 

- 

- 

- 

- 

- 

- 

DBSA 


573" 









Total Capital Transfers and Grants 

5 

22,447 

34,082 

- 

48,932 

53,871 

53,871 

75,482 

102,940 

125,151 

TOTAL RECEIPTS OF TRANSFERS & GRANTS 


48,360 

61,074 

- 

79,601 

68,532 

68,532 

112,551 

143,117 

170,319 


Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, tariffs 
and other charges were revised, local economic conditions, input costs and the affordability of 
services were taken into account to ensure the financial sustainability of the municipality. 

National Treasury continues to encourage municipalities to keep increases in rates, tariffs and 
other charges as low as possible. Municipalities must justify in their budget documentation all 
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increases in excess of the 6,8 per cent upper boundary of the South African Reserve Bank’s 
inflation target. Excessive increases are likely to be counterproductive, resulting in higher levels 
of non-payment. 

It must also be appreciated that the consumer price index, as measured by CPI, is not a good 
measure of the cost increases of goods and services relevant to municipalities. The basket of 
goods and services utilized for the calculation of the CPI consist of items such as food, petrol and 
medical services, whereas the cost drivers of a municipality are informed by items such as the 
cost of remuneration, bulk purchases of electricity and water, petrol, diesel, chemicals, cement 
etc. The current challenge facing the municipality is managing the gap between cost drivers and 
tariffs levied, as any shortfall must be made up by either operational efficiency gains or service 
level reductions. It must further be noted that our tariffs were never fully cost reflective as the 
anticipated revenue from the Property rates was allowing the municipality to discount the costs of 
trading services from the consumers. Within this framework the municipality has undertaken the 
tariff setting process relating to service charges as follows. 


1.3.1 Property Rates 

Property rates cover the cost of the provision of general services. Determining the effective 
property rate tariff is therefore an integral part of the municipality’s budgeting process. 

National Treasury’s MFMA Circular No. 51 deals, inter alia with the implementation of the 
Municipal Property Rates Act, with the regulations issued by the Department of Co-operative 
Governance. These regulations came into effect on 1 July 2009 and prescribe the rate ratio for 
the non-residential categories, public service infrastructure and agricultural properties relative to 
residential properties to be 0,25:1. 

The following stipulations in the Property Rates Policy are highlighted: 

• The first R15 000 of the market value of a property used for residential purposes is 
excluded from the rate-able value (Section 17(h) of the MPRA). 

• 20 per cent rebate will be granted on all state owned residential properties including 
schools; 

• 50% will be granted to government hospitals and 25% to private hospitals 

• 100 per cent rebate will be granted to registered indigents in terms of the Indigent Policy; 

• 100 per cent rebate will be granted to churches in terms of the rates Policy; 

• 100 per cent rebate will be granted to public service infrastructure such as roads and rail 

ways; 

• For pensioners, physically and mentally disabled persons, a maximum/total rebate of 20 
per cent (calculated on a sliding scale) will be granted to owners of rate-able property if 
the total gross income of the applicant and/or his/her spouse, if any, does not to exceed 
the amount equal to twice the annual state pension as approved by the National 
Government for a financial year. In this regard the following stipulations are relevant: 

The rate-able property concerned must be occupied only by the applicant and 
his/her spouse, if any, and by dependents without income; 

The applicant must submit proof of his/her age and identity and, in the case of a 
physically or mentally handicapped person, proof of certification by a Medical 
Officer of Health, also proof of the annual income from a social pension; 

The applicant’s account must be paid in full, or if not, an arrangement to pay the 
debt should be in place; and 
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The property must be categorized as residential. 

• The Municipality may award a 100 per cent grant-in-aid on the assessment rates of rate¬ 
able properties of certain classes such as registered welfare organizations, institutions or 
organizations performing charitable work, sports grounds used for purposes of amateur 
sport. The owner of such a property must apply to the Chief Financial Officer in the 
prescribed format for such a grant. 

The categories of rate-able properties for purposes of levying rates and the proposed rates for 

the 2018/19 financial year based on a 6.8 per cent increase from 1 July 2018 is contained below: 

Table 4 Comparison of proposed rates to be levied for the 2018/19 financial year 


Category 

Current Tariff 
(1 July 2017) 

Proposed tariff 
(from 1 July 2018) 

Properties 

C 

C 

Residential 

0.010188 

0.01088078 

Industrial 

0.017861 

0.01907555 

Business and commercial 

0.020375 

0.0221354 

Agricultural 

0.000276 

0.00029985 

State Owned 

0.010188 

0.01106824 

Education 

0.010188 

0.01106824 

Mining 

0.020375 

0.0221354 


1.3.2 Sale of Water and Impact of Tariff Increases 

South Africa faces similar challenges with regard to water supply as it did with electricity, since 
demand growth outstrips supply. Consequently, National Treasury is encouraging all 
municipalities to carefully review the level and structure of their water tariffs to ensure: 

• Water tariffs are fully cost-reflective - including the cost of maintenance and renewal of 
purification plants, water networks and the cost associated with reticulation expansion; 

• Water tariffs are structured to protect basic levels of service and ensure the provision of 
free water to the poorest of the poor (indigent); and 

• Water tariffs are designed to encourage efficient and sustainable consumption. 

In addition National Treasury has urged all municipalities to ensure that water tariff structures are 
cost reflective. 

Better maintenance of infrastructure, new dam construction and cost-reflective tariffs will ensure 
that the supply challenges are managed in future to ensure sustainability. 

Gamagara local municipality has undertaken a critical assessment of its input costs to determine 
if the current revenue as per the audited financial statements is enough to cover all input costs of 
providing the basic level of service. 

A tariff increase of 6.84 per cent from 1 July 2018 for portable water and untreated water is 
proposed respectively. This is based on input cost assumptions of R63 million including the cost 
of bulk water (Sedibeng Water) and non-cash items (Depreciation and Debt impairment), and no 
surplus generated on the water service. In addition 6 kf water per 30-day period will again be 
granted free of charge to only indigents. 
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A summary of the proposed tariffs for households (residential) and non-residential are as 
follows: 


Table 5 Proposed Water Tariffs 

A dual system, for the supply of potable water (indoor) and untreated or outdoor water exist in 
Kathu, as a result we have a twofold approach to charges in the step tariff structure below: 


CATEGORY 

CURRENT TARIFFS 
2017/18 

PROPOSED TARIFFS 
2018/19 

Rand per k€ 

Rand per k€ 

Portable 






(i) 001 to 00006 kf per 30-day period 

12.83 

13.71 

(iii) 007 to 00012kf per 30-day period 

15.33 

16.65 

(iv) 013 to 00035kf per 30-day period 

20.42 

22.18 

(v) 036 to 99999kf per 30-day period 

24.25 

26.35 




RAW/UNTREATED 



(i) 001 to 00200 k l per 30-day period 

7.86 

8.54 

(ii) 201 to 00300kf per 30-day period 

9.60 

10.43 

(iii) 301 to 00400kt per 30-day period 

15.30 

16.51 

(iv) 401 to 99999kt per 30-day period 

21.28 

23.12 


The tariff structure of the 2018/19 financial year has not been changed. The tariff structure is 
designed to charge higher levels of consumption a higher rate, steadily increasing to a rate of 
R26.35 per kilo liter for consumption in excess of 36kf per 30 day period. 

The following table shows the impact of the proposed increases in water tariffs on the water 
charges for a single dwelling-house: 

Table 6 Comparison between current water charges and increases (Domestic) 


Monthly 

consumption 

k€ 

Current amount 

Payable 

R 

Proposed 

amount 

Payable 

R 

Difference 

(Increase) 

R 

Percentage 

change 

6 

76.98 

82.25 

5.27 


20 

408.4 

443.69 

35.29 

6.80% 

40 

970.00 

1 053.81 

83.81 

6.80% 

50 

1212.50 

1317.26 

104.76 

6.80% 

80 

1940.00 

2 107.62 

167.62 

6.80% 

100 

2425.00 

2 634.52 

209.52 

6.80% 


1.3.3 Sale of Electricity and Impact of Tariff Increases 

A 6.84 per cent increase in the Eskom bulk electricity tariff to municipalities will be effective from 
1 July 2017 as per National Treasury’s guidelines. 
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Registered indigents will again be granted 50 kWh per 30-day period free of charge. The following 
table shows the impact of the proposed increases in electricity tariffs on the electricity charges for 
domestic customers: 


1. Domestic - Customers (Single & Three Phase) 

Tariff name 

2017/18 

Approved 

2017/18 

Implemented 

2018/19 

Proposed 

% Increase 

Domestic Prepaid Meters - c/kWh 

Block 1. (0-50kWh) 

85.35 

85.35 

91.19 

6.84% 

Block 2. (51-350kWh) 

108.27 

108.27 

115.68 

6.84% 

Block 3. (351-600kWh) 

154.83 

154.83 

165.42 

6.84% 

Block 4. (>600kWh) 

182.10 

182.10 

194.56 

6.84% 

Domestic Conventional Meters - c/kWh 

Block 1. (0-50kWh) 

84.91 

84.91 

90.71 

6.84% 

Block 2. (51-350kWh) 

108.50 

108.50 

115.92 

6.84% 

Block 3. (351-600kWh) 

142.63 

142.63 

152.39 

6.84% 

Block 4. (>600kWh) 

162.30 

162.30 

173.40 

6.84% 

Basic Charge (R/Month) 

106,97 

106,97 

114.29 

6.84% 







Tariff name 





Commercial Prepaid (Single phase) 

Energy charge (c/kWh) 

179.85 

179.85 

192.15 

6.84% 

Commercial Prepaid (Three phase) 

Energy charge (c/kWh) 

180.27 

180.27 

192.60 

6.84% 

Commercial Conventional (Single phase) 

Energy charge (c/kWh) 

162.86 

162.86 

174.00 

6.84% 

Basic charge (R/month) 

261.63 

261.63 

279.53 

6.84% 

Commercial Conventional below 100A 
(Three phase) 

Energy charge (c/kWh 

147.73 

147.73 

157.83 

6.84% 

Basic charge (R/month) 

384.94 

384.94 

411.27 

6.84% 

Demand charge (R/kVA) 

- 

- 

- 

6.84% 

Government schools over 100A (Three 
phase) 

Energy charge (c/kWh 

143.65 

143.65 

153.48 

6.84% 

Basic charge (R/month) 

384.94 

384.94 

411.27 

6.84% 

Agricultural Conventional below 100A T/P 

Energy charge (c/kWh) 

114.24 

114.24 

122.05 

6.84% 

Basic charge (R/month) 

912.58 

912.58 

975.00 

6.84% 

Demand charge (R/kVA) 

- 

- 

- 

6.84% 

Industrial/ Commercial/ Agricultural over 
100AT/P 

Energy charge (c/kWh) 

120.22 

120.22 

128.44 

6.84% 

Basic charge (R/month) 

722.43 

722.43 

771.84 

6.84% 

Demand charge (R/kVA) 

91.69 

91.69 

97.96 

6.84% 


May 2018 


13 








































Gamagara local Municipality 


2018/19 Annual Budget and MTREF 


Table 7 Comparison between current electricity charges and increases (Domestic) 


Monthly 

consumption 

kWh 

Current amount 
Payable 

R 

Proposed amount 
payable 

R 

Difference 

(Increase) 

R 

Percentage 

change 

100 

96.82 

105.19 

8.37 

6.84% 

250 

259.24 

281.64 

22.20 


500 

576.49 

626.30 

49.80 


750 

1004.47 

1091.26 

86.79 


1 000 

1459.72 

1585.84 

126.12 


2 000 

3280.72 

3564.17 

283.45 



It should further be noted that Gamagara municipality applies a stepped tariff structure/inclining 
block tariff. The effect thereof will be that the higher the consumption, the higher the cost per 
kWh. The aim is to subsidise the lower consumption users (mostly the poor). 

The inadequate electricity bulk capacity and the impact on service delivery and development 
remains a challenge for the municipality. 

The approved budget for the Electricity Division can only be utilised for certain committed upgrade 
projects and to strengthen critical infrastructure (e.g. substations without back-up supply. Owing 
to the high increases in Eskom’s bulk tariffs, it is clearly not possible to fund these necessary 
upgrades through increases in the municipal electricity tariff - as the resultant tariff increases 
would be unaffordable for the consumers. As part of the 2018/19 medium-term capital 
programme, funding has been allocated to electricity infrastructure but these funding levels will 
require further investigation as part of the next budget cycle in an attempt to source more funding 
to ensure this risk is mitigated. 


1.3.4 Sanitation and Impact of Tariff Increases 

A tariff increase of 6.8 per cent for sanitation from 1 July 2018 is proposed. This is based on the 
input cost assumptions of 35 percent related to water. It should be noted that electricity costs 
contributes approximately 20 per cent of waste water treatment input costs. The following factors 
also contribute to the proposed tariff increase: 

• Sanitation charges are calculated according to the percentage water discharged as 
indicated in the table below; 

• Free sanitation (100 per cent of 6 kf water) will be applicable to registered indigents; and 
• The tariff calcualtion for sanitation is based on a 35 per cent indoor(potable) water 

consumption tariff per kilo litre plus a basic charge, for 2017/18 it was @ R7.36KI plus a 
basic charge of R80.79 
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Table 8 Comparison between current sanitation charges and increases 


The following table shows the impact of the proposed increases in sanitation tariffs on the 



R 

R 

2017/18 

2018/19 

Sewer 

7.36 

7.99 

Basic charge 

80.79 

87.74 

Availability charge (empty erven with 
services) 

347.14 

376.99 

Availability charge (erven with a structure) 

70.12 

76.15 

Vacuum tank - 5000 liter/or part thereof: 

Non Resident 

307.19 

333.61 

Connection charges (new erven) 

1 228.04 

1 333.65 

Disposal of sewer at WWTW/10 0001 

1 345.79 

1461.53 


Table 9 Comparison between current sanitation charges and increases, single dwelling- 
houses 


Monthly 

consumption 

k€ 

Current amount 

Payable 

R 

Proposed 

amount 

Payable 

R 

Difference 

(Increase) 

R 

Percentage 

change 

6 

130 

138.84 

8.84 

6.80 

20 

166 

180.28 

14.28 


40 

217 

235.66 

18.66 


50 

243 

263.90 

20.90 


80 

320 

347.52 

27.52 


100 

371 

402.91 

31.91 



1.3.5 Waste Removal and Impact of Tariff Increases 

A 6.80 per cent increase in the waste removal tariff is proposed from 1 July 2018: 
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The following table compares current and proposed amounts payable from 1 July 2017: 

Table 10 Comparison between current waste removal fees and increases 



Current Tariffs 

Proposed Tariffs 


2017/18 

2018/19 


R per Month 

R per month 

Garden Refuse (Load) 

314 

341 

Private Development Household Refuse 

138 

149.89 

Building Rubble (load) 

1262 

1 370.53 

Guest houses and Tuckshops 

353 

383.36 

Household refuse (IXweekly) 

216 

234.58 

Business refuse (only food premises 3 x 

1668 

1 811.45 

weekly) 



General business refuse (2xweekly) 

668 

725.45 

Special Refuse 



48 Premises x 1 bin each per removal 

242 

262.81 

Garden Refuse 

335 

363.81 

Building Rubble 

1346 

1 461.76 

Special occasion 

563 

611.42 


1.4 Operating Expenditure Framework 

The municipality’s expenditure framework for the 2018/19 budget and MTREF is informed by the 

following: 

• The asset renewal strategy and the repairs and maintenance plan; 

• Balanced budget constraint (operating expenditure should not exceed operating revenue) 
unless there are existing uncommitted cash-backed reserves to fund any deficit; 

• Funding of the budget over the medium-term as informed by Section 18 and 19 of the 
MFMA; 

• Operational gains and efficiencies will be directed to funding the capital budget and other 
core services; and 

• Strict adherence to the principle of no project plan no budget. If there is no business plan 
no funding allocation can be made. 
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The following table is a high level summary of the 2018/19 budget and MTREF (classified per 
main type of operating expenditure): 


Table 11 Summary of operating expenditure by type (MTREF figures) 


Description 

Ref 

2014115 

2015116 

2016/17 

Current Year 2017/18 

2018/19Medium Term Revenues 

Expenditure Framework 

R thousand 

1 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2018/19 

+1 2019/20 

+2 2020/21 

Expenditure By Type 












Employee related costs 

2 

105,186 

113,607 

118,738 

138,584 

141,735 

141,735 

141,735 

151,434 

162,337 

174,674 

Remuneration of councillors 


2,793 

2,932 

3,540 

4,449 

4,449 

4,449 

4,449 

4,780 

5,337 

5,742 

Debt impairment 

3 

417,471 

403,645 

434,576 

13,000 

13,000 

13,000 

13,000 

r 13,884 

14,884 

16,015 

Depreciation & asset impairment 

2 

58,417 

58,960 

54,060 

61,503 

61,503 

61,503 

61,503 

54,060 

57,953 

62,357 

Finance charges 


3,361 

3,923 

10,953 

3,055 

3,055 

3,055 

3,055 

r 3,085 

3,307 

3,558 

Bulk purchases 

2 

96,891 

109,899 

115,923 

129,414 

129,414 

129,414 

129,414 

138,258 

148,212 

159,476 

Other materials 

8 

15,493 

13,518 

15,212 

10,839 

10,839 

10,839 

10,839 

r 13,939 

14,943 

16,078 

Contracted services 


13,643 

17,237 

8,588 

42,304 

42,954 

42,954 

42,954 

45,536 

48,815 

52,525 

Transfers and subsidies 


2,403 

4,088 

2,254 

- 

- 

- 

- 

- 

- 

- 

Other expenditure 

4,5 

34,911 

55,972 

65,661 

56,454 

67,654 

67,654 

67,654 

70,978 

73,352 

78,032 

Loss on disposal of PPE 


- 

- 

- 

- 

- 

- 

- 




Total Expenditure 


750,569 

783,780 

829,505 

459,603 

474,604 

474,604 

474,604 

495,955 

529,139 

568,459 


The budgeted allocation for employee related costs for the 2018/19 financial year totals R151 
million, which equals 30 per cent of the total operating expenditure. 

SALGA and Trade Unions (IMATU and SAMWU) in implementing The Salary and Wage 
Collective Agreement for the period 1 July 2017 agreed to a 7,36 percent increase, which has 
been factored in the increase of salaries. 

The latest gazette on the Remuneration of Public Office Bearers Act, 1998 (Act 20 of 1998) which 
increased the remuneration of councilors was considered during the preparation of this budget. 

The provision of debt impairment was determined based on an annual collection rate of 95 per 
cent and the Debt Write-off Policy of the Municipality. For the 2018/19 financial year this amount 
equates to R13 million. While this expenditure is considered to be a non-cash flow item, it 
informed the total cost associated with rendering the services of the municipality, as well as the 
municipality’s realistically anticipated revenues. 

Provision for depreciation and asset impairment has been informed by the Municipality’s Asset 
Management Policy. Depreciation is widely considered a proxy for the measurement of the rate 
asset consumption. Budget appropriations in this regard total R54 million for the 2018/19 financial 
year and equates to 11 per cent of the total operating expenditure. 
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Finance charges consist primarily of the repayment of interest on long-term borrowing (cost of 
capital). Finance charges make up 0.60 per cent or (R3 million) of operating expenditure 
excluding annual redemption for 2017/18. 

Bulk purchases amounts to 138 million or 28 per cent of the total operating expenditure and are 
directly informed by the purchase of Electricity from Eskom and water from Sedibeng Water. The 
annual price increases have been factored into the budget appropriations and directly inform the 
revenue provisions. The expenditures include distribution losses. 

Other materials and expenditure comprises of amongst others the purchase of fuel, diesel, 
materials for maintenance, cleaning materials and chemicals. Other expenditure comprises of 
various line items relating to the daily operat 

ions of the municipality. In line with the Municipality’s repairs and maintenance plan this group of 
expenditure has been prioritized to ensure sustainability of the Municipality’s infrastructure. 


Figure 1 Main operational expenditure categories for the 2018/19 financial year 


1.4.1 Priority given to repairs and maintenance 

Aligned to the priority being given to preserving and maintaining the Municipality’s current 
infrastructure, the 2018/19 budget and MTREF provide for extensive growth in the area of asset 
maintenance. In terms of the Municipal Budget and Reporting Regulations, operational repairs 
and maintenance is not considered a direct expenditure driver but an outcome of certain other 
expenditures, such as remuneration, purchases of materials and contracted services. 


The table below provides a breakdown of the repairs and maintenance in relation to asset class: 
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Table 12 Repairs and maintenance per asset class 


Description 

R thousand 

Ref 

2014/15 

2015/16 

2016/17 

Current Year 2017/18 

2018/19 Medium Term Revenue & 

Expenditure Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 

2018/19 

Budget Year 

+1 2019/20 

Budget Year 

+2 2020/21 

EXPENDITURE OTHER ITEMS 











Depreciation 

7 

58,417 

58,960 

54,060 

61,503 

61,503 

61,503 

54,060 

57,953 

62,357 

Repairs and Maintenance by Asset Class 

3 

15,493 

13,534 

15,212 

10,839 

10,839 

10,839 

13,939 

14,943 

16,078 

Roads Infrastructure 


1,062 

987 

1,032 

1,613 

1,613 

1,613 

1,723 

1,847 

1,987 

Storm water Infrastructure 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Electrical Infrastructure 


2,534 

4,786 

5,718 

1,875 

1,875 

1,875 

4,295 

4,604 

4,954 

Water Supply Infrastructure 


- 

- 

88 

3,000 

3,000 

3,000 

3,097 

3,320 

3,573 

Sanitation Infrastructure 


- 

- 

- 

400 

400 

400 

660 

708 

762 

Solid Waste Infrastructure 


11,839 

7,458 

- 

680 

680 

680 

683 

732 

788 

Rail Infrastructure 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Coastal Infrastructure 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Information and Communication Infrastructure 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Infrastructure 


15,435 

13,231 

6,337 

7,568 

7,568 

755T 

10,453 

11,210 


Community Facilities 


~ 

- 

8,374 

305 

305 

305 

358 

384 

413 

Sport and Recreation Facilities 


- 

- 

- 

130 

130 

130 

- 

- 

- 

Community Assets 


~ 

~ 

8,374 

436 

436 

436 

358 

334 

413 

Heritage Assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Revenue Generating 


~ 

~ 

- 

- 

- 

- 

- 

~ 

- 

Non-revenue Generating 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Investment properties 


~ 

~ 

- 

" 

- 

- 

- 

- 

- 

Operational Buildings 


58 

303 

- 

1,100 

1,100 

1,100 

1,175 

1,259 

1,355 

Housing 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Other Assets 


58 

303 

- 

1,100 

1,100 

1,100 

T775 


1J55 

Biological or Cultivated Assets 


- 

- 

- 

- 

- 

- 

- 

- 

~ 

Servitudes 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Licences and Rights 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Intangible Assets 


- 

~ 

- 

- 

- 

- 

- 

- 

~ 

Computer Equipment 


- 

- 

- 

- 

- 

- 

8 

9 

10 

Furniture and Office Equipment 


- 

~ 

- 

104 

104 

104 

85 

91 

98 

Machinery and Equipment 


- 

- 

- 

- 

- 

- 

114 

122 

131 

Transport Assets 


- 

~ 

- 

1,631 

1,631 

1,631 

1,742 

1,868 

2,010 

Libraries 


- 

~ 

- 

- 

- 

- 

- 

- 

- 

Zoo's, Marine and Non-biological Animals 


- 

- 

- 

- 

- 

- 

- 

- 

- 






72,342 

72,342 

72,342 




TOTAL EXPENDITURE OTHER ITEMS 


WW 


69,272 

" 72^4F 

* 7p4T 

72,342 

577555" 

TIM 

78,435 

Reneml and upgrading of Existing Assets as % of total c 

apex 

46.0% 

36.3% 

23.2% 

27.0% 

35.5% 

35.5% 

20.9% 

9.6% 

9.8% 

Reneml and upgrading of Existing Assets as%of deprecn 

55.6% 

41.7% 

29.5% 

91.6% 

60.7% 

60.7% 

29.1% 

20.5% 

19.7% 

R&M as a % of PPE 


1.7% 

1.4% 

1.7% 

1.0% 

1.0% 

1.0% 

1.5% 

1.2% 

1.2% 

Reneml and upgrading and R&M as a % of PPE 


5.0% 

4.0% 

3.0% 

5.0% 

4.0% 

4.0% 

2.0% 

2.0/ 

1.0% 


1.4.2 Free Basic Services: Basic Social Services Package 

The social package assists households that are poor or face other circumstances that limit their 
ability to pay for services. To receive these free services the households are required to register 
in terms of the Municipality’s Indigent Policy. The target is to register 1 000 indigent households 
during the 2018/19 financial year, a process reviewed annually. Detail relating to free services, 
cost of free basis services, revenue lost owing to free basic services as well as basic service 
delivery measurement is contained in Table A10 (Basic Service Delivery Measurement). 
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The cost of the social package of the registered indigent households is largely financed by national 
government through the local government equitable share received in terms of the annual Division 
of Revenue Act. 
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1.5 Capital expenditure 

The following table provides a breakdown of budgeted capital expenditure by vote: 

Table 13 2018/19 Medium-term capital budget per vote 


Vote Description 

Ref 

2014115 

2015116 

2016117 


Current Year 2017118 


2018/19 Medium Term Revenue S 

Expenditure Framework 

Rthousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2018/19 

Budget Year 

+1 2019/20 

Budget Year 

+2 2020/21 

Capital expenditure-Vote 

Multi-year expenditure lobe appropriated 

Vote 1 - Executive S Council 

2 











Vote2-BudgetsTreasury Office 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 3 - Corporate Services 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 4 - Community Service 


1,739 

- 

45 

16,500 

- 

- 

- 

- 

- 

- 

Vote 5 - Infrastucture Services 


33,731 

- 

17,488 

48,839 

25,839 

25,839 

25,839 

55,300 

122,940 

125,151 

Vote 6 - Strategic Services 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote/-[NAME OF VOTE/] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 8-[NAME OF VOTE 8] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 9-[NAME OF VOTE 9] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 10-[NAME OF VOTE 10] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 11-[NAME OF VOTE 11] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 12-[NAME OF VOTE 12] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 13-[NAME OF VOTE 13] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 14-[NAME OF VOTE 14] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 15-[NAME OF VOTE 15] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Capital multi-year expenditure sub-total 

7 

35,470 

- 

17,533 

65,339 

25,839 

25,839 

25,839 

55,300 

122,940 

125,151 

Single-year expenditure to be appropriated 

Vote 1 - Executive & Council 

2 

19 



1,255 

1,612 

1,612 

1,612 




Vote2-BudgetsTreasury Office 


102 

276 

60 

385 

385 

385 

385 

- 

- 

- 

Vote 3 - Corporate Services 


4,709 

556 

43,325 

4,649 

7,193 

7,193 

7,193 

- 

- 

- 

Vote 4 - Community Service 


8,535 

260 

1,345 

6,091 

10,980 

10,980 

10,980 

2,147 

- 

- 

Vote 5 - Infrastucture Services 


21,739 

66,684 

4,577 

128,130 

57,677 

57,677 

57,677 

18,035 

- 

- 

Vote 6 - Strategic Services 


23 

- 

1,962 

2,458 

1,328 

1,328 

1,328 

- 

- 

- 

Vote/-[NAME OF VOTE/] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 8-[NAME OF VOTE 8] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 9-[NAME OF VOTE 9] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 10-[NAME OF VOTE 10] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 11-[NAME OF VOTE 11] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 12-[NAME OF VOTE 12] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 13-[NAME OF VOTE 13] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 14-[NAME OF VOTE 14] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 15-[NAME OF VOTE 15] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Capital single-year expenditure sub-total 


35,126 

67,776 

51,268 

142,968 

79,175 

79,175 

79,175 

20,182 

- 

- 

Total Capital Expenditure-Vote 


70,596 

67,776 

68,801 

208,307 

105,014 

105,014 

105,014 

75,482 

122,940 

125,151 
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2018/19 Annual Budget and MTREF 


For 2018/19 an amount of R73 million has been appropriated for the development of infrastructure 
which represents 97 per cent of the total capital budget. Community Services is the second 
biggest capital appropriation with an allocation of R2 million. Please refer to table A5 and 
supporting table SA36 on the detail of the capital budget. 


1.6 Annual Budget Tables - Parent Municipality 

The attached bound budget document present the ten main budget tables and supporting tables 
as required in terms of section 8 of the Municipal Budget and Reporting Regulations. These tables 
set out the municipality’s 2018/19 budget and MTREF as presented to the Council. Each table is 
accompanied by explanatory notes on the facing page. 
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Part 2 -Supporting Documentation 


2.1. Overview of the annual budget process 

Section 53 of the MFMA requires the Mayor of the municipality to provide general political 
guidance in the budget process and the setting of priorities that must guide the preparation of the 
budget. In addition Chapter 2 of the Municipal Budget and Reporting Regulations states that the 
Mayor of the municipality must establish a Budget Steering Committee to provide technical 
assistance to the Mayor in discharging the responsibilities set out in section 53 of the Act. 

The Budget Steering Committee consists of the Municipal Manager and senior officials of the 
municipality meeting under the chairpersonship of Mayor. 

The primary aims of the Budget Steering Committee is to ensure: 

• that the process followed to compile the budget complies with legislation and good budget 
practices; 

• that there is proper alignment between the policy and service delivery priorities set out in 
the municipality’s IDP and the budget, taking into account the need to protect the financial 
sustainability of municipality; 

• that the municipality’s revenue and tariff setting strategies ensure that the cash resources 
needed to deliver services are available; and 

• that the various spending priorities of the different municipal departments are properly 
evaluated and prioritised in the allocation of resources. 

2.1.1. Budget Process Overview 

In terms of section 21 of the MFMA the Mayor is required to table in Council ten months before 
the start of the new financial year (i.e. in August 2016) a time schedule that sets out the process 
to revise the IDP and prepare the budget. 

The Mayor tabled in Council the required IDP and budget time schedule on 31 August 2016. Key 
dates applicable to the process were: 

• August 2017 - Joint strategic planning session of the Council and Management. Aim: to 
review past performance trends of the capital and operating budgets, the economic 
realities and to set the prioritisation criteria for the compilation of the 2018/19 MTREF; 

• September 2017 - tariff settings/amendments and addtions and revision of strategies and 
objectives 

• October 2017 - Detail departmental budget proposals (capital and operating) submitted 
to the Budget and Treasury Office for consolidation and assessment against the financial 
planning guidelines; 

• November/december 2017 - Finalise final operating and capital budget - 15 December 

• January 2018 - Review of the financial strategy and key economic and financial planning 
assumptions by the Budget Steering Committee. This included financial forecasting and 
scenario considerations; submit mid-year budget and performance assessment and 
tabling of the annual report 

• February 2018 - Multi-year budget proposals are submitted to the budget steering 
committee for endorsement; and tabling of the adjustment budget 

• March 2018 - Tabling in Council of the draft IDP/budget and for public consultation; 
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April 2018 - Public consultation; 

May 2018 - Closing date for written comments; approval of the final I DP and MTREF, 
taking into consideration comments received from the public, comments from National 
Treasury, and updated information from the most recent Division of Revenue Bill and 
financial framework; and 

June 2018 - approved budget submitted to stakeholders and approval of the service 
delivery and budget implementation plan 


2.1.2. IDP and Service Delivery and Budget Implementation Plan 

This is the second review of the IDP as tabled by Council in March 2018. It started in September 
2017 after the tabling of the IDP Process Plan and the Budget Time Schedule for the 2018/19 
MTREF in August. 

The municipality’s IDP is its principal strategic planning instrument, which directly guides and 
informs its planning, budget, management and development actions. This framework is rolled out 
into objectives, key performance indicators and targets for implementation which directly inform 
the Service Delivery and Budget Implementation Plan. The Process Plan applicable to the fourth 
revision cycle included the following key IDP processes and deliverables: 

• Registration of community needs; 

• Compilation of departmental business plans including key performance indicators and 
targets; 

• Financial planning and budgeting process; 

• Public participation process; 

• Compilation of the SDBIP, and 

• The review of the performance management and monitoring processes. 

The IDP has been taken into a business and financial planning process leading up to the 2018/19 
MTREF, based on the approved 2017/18 MTREF, Mid-year Review and adjustments budget. The 
business planning process has subsequently been refined in light of current economic 
circumstances and the resulting revenue projections. 

With the compilation ofthe 2018/19 MTREF, each department/function had to review the business 
planning process, including the setting of priorities and targets after reviewing the mid-year and 
third quarter performance against the 2017/18 Departmental Service Delivery and Budget 
Implementation Plan. Business planning links back to priority needs and master planning, and 
essentially informed the detail operating budget appropriations and three-year capital programme. 


2.1.3. Financial Modelling and Key Planning Drivers 

As part ofthe compilation of the 2018/19 MTREF, extensive financial modelling was undertaken 
to ensure affordability and long-term financial sustainability. The following key factors and 
planning strategies have informed the compilation ofthe 2018/19 MTREF: 

• Municipality’s growth 

• Policy priorities and strategic objectives 

• Asset maintenance 

• Economic climate and trends (i.e inflation, Eskom increases, household debt, migration 
patterns) 

• Performance trends 
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• The approved 2017/18 adjustments budget and performance against the SDBIP 

• Cash Flow Management Strategy 

• Debtor payment levels 

• Loan and investment possibilities 

• The need for tariff increases versus the ability of the community to pay for services; 

• Improved and sustainable service delivery 

In addition to the above, the strategic guidance given in National Treasury’s MFMA Circulars has 
been taken into consideration in the planning and prioritisation process. 


2.1.4. Community Consultation 

The final 2018/19 MTREF as tabled before Council on 30 May 2018 has undergone community 
consultations across all wards and was published on the municipality’s website, and hard copies 
were made available at customer care offices, municipal notice boards and various libraries 
inviting inputs from stakeholders. The inputs were discussed in the budget steering committee 
consisting of councillors and senior managers. 

All documents in the appropriate format (electronic and printed) were provided to National 
Treasury, and other national and provincial departments in accordance with section 23 of the 
MFMA, to provide an opportunity for them to make inputs. Please see attached report from 
Provincial Treasury inputs. 

Ward councillors and ward committees facilitated the community consultation process. The 
applicable dates and venues were published in the local newspaper. Submissions received 
during the community consultation process and additional information regarding revenue and 
expenditure and individual capital projects were assessed, and where relevant considered in the 
final 2018/19 MTREF. 
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2.2. Overview of budget related-policies 

The municipality’s budgeting process is guided and governed by relevant legislation, frameworks, 
strategies and related policies. 


2.2.1. Review of credit control and debt collection procedures/policies 

The Collection Policy as approved by Council should be reviewed. While the adopted policy is 
credible, sustainable, manageable and informed by affordability and value for money there has 
been a need to review certain components to achieve a higher collection rate. Some of the 
revisions include the reduction of the payment period from 60 months to 12 months and the 
deduction of outstanding debtors from prepaid purchases. 

The 2018/19 MTREF has been prepared on the basis of achieving an average debtors’ collection 
rate of 100 per cent on current billings. In addition the collection of debt in excess of 90 days has 
been prioritised as a pertinent strategy in increasing the municipality’s cash levels. In addition, a 
payment incentive scheme is proposed for debt older than 90 days. 

2.2.2. Asset Management, Infrastructure Investment and Funding Policy 

A proxy for asset consumption can be considered the level of depreciation each asset incurs on 
an annual basis. Preserving the investment in existing infrastructure needs to be considered a 
significant strategy in ensuring the future sustainability of infrastructure and the municipality’s 
revenue base. Within the framework, the need for asset renewal was considered a priority and 
hence the capital programme was determined based on renewal of current assets versus new 
asset construction. 

Further, continued improvements in technology generally allows many assets to be renewed at a 
lesser ‘real’ cost than the original construction cost. Therefore, it is considered prudent to allow 
for a slightly lesser continual level of annual renewal than the average annual depreciation. The 
Asset Management, Infrastructure and Funding Policy is therefore considered a strategic guide 
in ensuring a sustainable approach to asset renewal, repairs and maintenance and is utilised as 
a guide to the selection and prioritisation of individual capital projects. In addition the policy 
prescribes the accounting and administrative policies and procedures relating to property, plant 
and equipment (fixed assets). 


2.2.3. Budget Adjustment Policy 

The adjustments budget process is governed by various provisions in the MFMA and is aimed at 
instilling and establishing an increased level of discipline, responsibility and accountability in the 
financial management practices of municipalities. To ensure that the municipality continues to 
deliver on its core mandate and achieves its developmental goals, the mid-year review and 
adjustment budget process will be utilised to ensure that underperforming functions are identified 
and funds redirected to performing functions. 
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2.2.4. Budget and Virement Policy 

The Budget and Virement Policy aims to empower senior managers with an efficient financial and 
budgetary amendment and control system to ensure optimum service delivery within the 
legislative framework of the MFMA and the municipality’s system of delegations. The Budget and 
Virement Policy as approved by Council needs to be reviewed to cater for the requirements of the 
Municipal Standard Chart of Accounts. 

2.2.5. Cash Management and Investment Policy 

Owing to this tough economic times the municipality’s Cash Management and Investment Policy 
needs to be reviewed to take cognisance of the current market trends. The aim of the policy is to 
ensure that the municipality’s surplus cash and investments are adequately managed, especially 
the funds set aside for the cash backing of certain reserves. The policy details the minimum cash 
and cash equivalents required at any point in time and introduces time frames to achieve certain 
benchmarks. 


2.2.6. Tariff Policies 

The municipality’s tariff policies provide a broad framework within which the Council can 
determine fair, transparent and affordable charges that also promote sustainable service delivery. 
The current policy will be reviewed to incorporate various tariff policies into one document. 

2.2.7. Financial Modelling and Scenario Planning Policy 

The Financial Modelling and Scenario Planning Policy will directly inform the compilation of the 
2018/19 MTREF with the emphasis on affordability and long-term sustainability. The policy 
dictates the approach to longer term financial modelling. The outcomes are then filtered into the 
budget process. The model and scenario planning outcomes will be taken to Council every 
November and then translate into recommendations for the budget guidelines that inform the 
compilation of the next MTREF. One of the salient features of the policy is the emphasis on 
financial sustainability. Amongst others, the following has been modelled as part of the financial 
modelling and scenario planning process: 

• Approved 2017/18 Adjustments Budget; 

• Cash Flow Management Interventions, Initiatives and Strategies (including the cash 
backing of reserves); 

• Economic climate and trends (i.e Inflation, household debt levels, indigent factors, growth, 
recessionary implications); 

• Loan and investment possibilities; 

• Performance trends; 

• Tariff Increases; 

• The ability of the community to pay for services (affordability); 

• Policy priorities; 

• Improved and sustainable service delivery; and 

• Debtor payment levels. 


2.2.8. Property Rates Policy 

Owing to the recent Valuation Appeal Board outcome there has been a number of court rulings 
that shaped the valuation process and the valuation methodology that needs to be factored in the 
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Property rates policy. Among others the differentiation of agricultural land from mining and the 
categorization as such. 


2.3. Legislation compliance status 

Compliance with the MFMA implementation requirements have not been substantially adhered to 
through the following activities: 

1. In year reporting 

Reporting to National Treasury in electronic format was not fully complied with on a monthly 
basis as we had four malware attacks on our server which hindered our ability to generate 
the reports from the system. Section 71 reporting to the council (within 10 working days) has 
considerably declined as a results of the above. 

2. Internship programme 

The municipality is participating in the Municipal Financial Management Internship 
programme and has employed five interns undergoing training in various divisions of the 
Financial Services Department. 

3. Budget and Treasury Office 

The Budget and Treasury Office has been established in accordance with the MFMA. 

4. Audit Committee 

The municipality does not have an Audit Committee as we owe the John Taolo Gaetsewe 
District Municipality and they have since suspended the shared service. 

5. Service Delivery and Implementation Plan 

The detail SDBIP document is at a final stage and will be finalised after approval of the 
2017/18 MTREF in May 2017 directly aligned and informed by the 2018/19 MTREF. 

6. Annual Report 

Annual report is compiled in terms of the MFMA and National Treasury requirements. 

7. MFMA Training 

Various officials and councilors are enrolled at various institutions to capacitate themselves 
for the benefit of ensuring compliance to the applicable legislation. 

8. Policies 

All budget related policies due for review will be presented in the policy workshop in April 
2018 and will; were necessary, be taken through the public participation process. Thereafter 
all budget related by-laws will be gazetted after approval by council. 
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2.4. Municipal manager’s quality certificate 

I, Kgomodikae Protea Leserwane, Municipal manager of Gamagara Local Municipality, hereby 
certify that the annual budget and supporting documentation have been prepared in accordance 
with the Municipal Finance Management Act and the regulations made under the Act, and that 
the annual budget and supporting documents are consistent with the Integrated Development 
Plan of the municipality. 


Print Name Kgomodikae Protea Leserwane 

Municipal manager of Gamagara Local Municipality (NC453) 

Signature _ 

Date 30 May 2018 
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A1 SCHEDULE MSCOA VERSION 6.2 2018/19 
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ANNEXURE A. 

SERVICES TARIFFS 2018/19 
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ANNEXURE B. 


SCHEDULE OF SERVICE DELIVERY STANDARDS 

2018/19 
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ANNEXURE C. 

BULK CIVIL SERVICES POLICY 


(POLICY REGARDING CAPITAL CONTRIBUTIONS FOR CIVIL ENGINEERING BULK SERVICES) 
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